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BURUNDI: KEY BCONOMIC INDICATORS 
(Millions of U.S. dollars except where otherwise noted) 


PCT GHG 


1987 1988 1989 1988/89 
INCOME AND PRODUCTION 


GDP at Current Market Prices 139.5 152.2 174.9* 14.9% 
(Billions of BF) 

GDP at 1980 Factor Prices 1,184.4 1,205.5 1,204.4* -.01% 
Primary Sector 696.7 707.8 691.1* -2.4% 
Secondary Sector 160.0 161.1 162.2* 0.7% 
Tertiary Sector 327.8 336.7 350.0* 4.0% 

Per Capita GDP (in dollars) $250 $200 $203 -- 


GOVERNMENT FINANCE AND MONEY SUPPLY 


Ordinary Operating Budget 
Revenues 143.8 
Current Expenditures 135.3 

Extraordinary Investment 
Budget (expenditures) 24.4 
Overall Deficit -189.5 
Money Supply (M1) 160.6 
Inflation Rate (%) 7.1% 
Exchange rate (BF/USS) 124 


OUTSTANDING PUBLTC DEBT 


Exterior Debt 
Multilateral Loans 
Bilateral Loans and Credits 
Private and Cammercial Loans 
and Credits 
Interior Debt 
Debt Service Ratio 


BALANCE OF TRADE/ PAYMENTS 


Exports and Reexportations 
(FOB Bujumbura) 96.0 124.7 93.6 
Coffee 69 .5% 81.9% 82.0% 
Value of U.S. Market Share 8.1% 8.0% 5.0% 
Value of EC Market Share 74.2% 67.3% 74.2% 
Value of Asian Market Share 4.9% 7.0% 4.5% 
Value of CEPGL Market Share 12.9% 3.2% 3.0% 


Imports (CIF Bujumbura) 205.4 206.3 189.3 
Value of U.S. Market Share 2.0% 1.4% 0.4% 
Value of EC Market Share 54.3% 23.3% 21.6% 
Value of Asian Market Share 26.7% 31.2% 31.5% 
Value of CEPGL Market Share 0.8% 5.6% 6.0% 


Balance-of-Trade Surplus/Deficit -60.8 -41.7 -58.2 
Balance—of-Payments Surplus/Deficit -10.3 -8.5 -21.9 
Net Foreign Exchange Reserves 36.7 3343 66.4 


* Provisional 
Sources: Bank of the Republic of Burundi; Government of Burundi; IM. 





SUMMARY OF TRENDS * 


Burundi is a small, landlocked country in the central highlands of Africa, bordered 
by Rwanda to the north, Zaire to the west, and Tanzania to the east am south. 
Burundi's population in 1990 was approximated at 5.5 million, and it is increasing 
at an annual estimated rate of 2.9 percent. The population density of 192 people 
per square kilometer is Africa's second highest. Agriculture employs approximately 
94 percent of the work force. Coffee is the largest cash crop, accounting for over 
80 percent of export earnings. 


Burundi's domestic production and exports are predominantly agricultural. Overall 
econanic performance depends heavily on weather conditions and the course of world 
commodity markets. Burundi tea sold for record high prices in 1989, but world 
coffee prices plunged, and poor weather conditions damaged the cotton crop. Asa 
result, the 1989 trade deficit increased considerably and broke the trem of 
decreasing deficits that had been visible since 1986. Coffee prices recovered 
sanewhat in 1990 but have not returned to previous levels. 


Since 1986, the government has pursued a Structural Adjustment Program under the 
guidance of the World Bank and the Intemational Monetary Fund (IM). The program 
focuses on correcting market distortions, promoting private sector growth, and 
reducing the econanic role of the state. Reforms implemented to date include 
currency devaluation, tariff reductions, tax simplification, liberalization of 
import regulations, and increases in the prices of same basic goods. Several 


parastatal enterprises have been liquidated, reorganized, or scheduled for 
privatization. 


Burundi's most important trading partners are European. Trade with the United 
States has been minimal, but opportunities exist for sales of new and used 
industrial and agricultural equipment, agricultural/food products, used clothing, 
and consumer items, as well as for technical and management expertise needed for 
the many internationally funded development projects. There are no significant 
American investments in Burundi; however, the government has made a point of saying 
that American investors are welcome. 


ECONOMY 


Agriculture: Domestic and export production are predominantly agricultural; the 
primary sector represented nearly 60 percent of GP and provided almost 95 percent 
of export earnings in 1988. Subsistence farming is by far the largest agricultural 
subsector and includes food crops, animal husbandry, fishing, and forestry. Export 
crops consist primarily of coffee, tea, and cotton. The import substitution 
subsector produces rice, palm oil, cane sugar and molasses, amd cotton. 


Over 90 percent of Burundis engage in subsistence agriculture. Beans, bananas, and 
manioc are the main crops. Sweet potatoes, corn, sorghum, potatoes, rice, and 
wheat are also grown. Stable weather comitions produced satisfactory harvests in 
1989, and 1990 should also prove a good crop year. Fish fram Lake Tanganyika 
provide an important source of food to the subsistence subsector; fish production 
in 1989 was 4,945 tons. Animal husbandry is also a significant subsistence 
activity. Increasing the efficiency of this subsector is a high priority for the 
government, which with the aid of the international donor canmunity is fostering 
better land management, the use of fertilizers and improved seeds, and encouraging 


* This report prepared in December of 1990 
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the growth of cooperatives. These efforts should allow Burundi to remain 
self-sufficient in food at least in the short term. 


Export crops provided almost 91 percent of Burundi's export earnings in 1988. 
Coffee alone represented over 86 percent of these earnings, making Burundi's 
econany extremely dependent on the size and quality of the crop, as well as on 
world coffee prices. Production is estimated at 35,000 metric tons for 1989-90. 
The collapse of world prices cut expected 1989 earnings in half, but a gradual 
price recovery may allow the industry to break even in 1990-91. Coffee is 
cultivated almost exclusively by individual farmers on small, privately owned 
plots. Processing in government-owned factories produces a very high quality mild 
arabica coffee. A World Bank-financed coffee sector project has built several new 
coffee washing stations, expanded drying and sorting facilities, and improved the 
level of technical services to growers. Privatization of the marketing and export 
end of the coffee business is to begin in 1991, and the government is considering 
establishing an auction facility to sell its coffee to private buyers. 


In order to diversify exports by reducing dependence on coffee, the government has 
encouraged tea and cotton production. Tea exports of 3,650 tons in 1989 
represented only 4 percent of total exports; however, Burundi's altitude and 
growing comitions produce a very high quality tea, which brought the secon 
highest average price at the London auction in 1989. Continued technical 
assistance from the European Community, as well as local programs to increase 
production and expand factories will permit the tea industry to assume an 
increasing importance. The 1989 cotton crop fell by 4 percent due to poor weather 
conditions. However 1989 export earnings of $182,500 allowed cotton to retain its 
position as Burundi's third largest export. 


Import substitution agriculture is daninated by several large parastatal, 
agro-industrial enterprises. In addition to being an export commodity, cotton is 
Burundi's largest import substitution crop. Approximately 81.3 percent of 1989's 
production was used in the government-owned textile mill. Rice production rose to 
a new high of 23,000 tons in 1988, exceeding domestic consumption. Production of 
palm oil, used for cooking and in soap making, is rising steadily. Sugar cane is 
cultivated in the southeastern Moso region. A recently built factory (Sosumo) was 
to produce 8,000 tons of sugar in 1989 with an eventual annual capacity of 16,000 
tons. With domestic yearly consumption at approximately 14,000 tons, this 
intemationally funded project is expected to eliminate Burundi's need for imported 
sugar and molasses. A study is under way to determine the utility of a distillery 
which could produce alcohol from molasses. This would then be used to make gasohol 
and reduce petroleum imports. Forestry output has increased steadily over the past 
decade, sustained in recent years by extensive tree planting programs, although 
deforestation and erosion remain serious problems in some areas. Through its 
Ministry of Rural Development, the government promotes local carpentry and 
furniture-making projects. 


Minerals and Mining: Burundi has considerable deposits of nickel, vanadium, 
bastnaesite, cassiterite, alluvial gold, rare earths, phosphates, and other 
minerals. For the most part, these deposits are well documented and of commercial 
quality. A lack of infrastructure and low world prices have made exploitation 
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uneconanical in the past. However, improvements in Bururndi's energy and 
transportation systems and higher prices for some of the minerals have made 
development of these resources potentially viable. The government is actively 
looking for investors interested in this area. One joint venture has already begun 
exploratory gold mining in northeast Burundi, with encouraging results. 


Industry: The secondary sector represents roughly 14 percent of GP amd consists 
of a few basic industries, such as beer and soft drink production, coffee 
processing factories, textile and sugar mills, and industries producing consumer 
items. Since the proportion of agricultural and food processing in overall 
secondary production is high, Burundi's industrial output is affected by some of 
the same factors as its primary agricultural sector, such as weather patterns and 
world commodity prices. Constraints to industrial development include the small 
size of the domestic market, the high cost of transporting goods into amd out of 
the country, the scarcity of trained personnel, and the limited availability of 
credit to small- and medium-scale enterprises. 


The government, in the framework of its structural adjustment program, has 
initiated changes to overcome same of these limitations. The Investment Code 
offers increased incentives to import substitution and export industries, which 
receive priority status and are granted certain tax holidays and guarantees of 
foreign exchange for loan repayment or material imports. Export-oriented 
industries received new incentives in 1988-89; these incentives include reductions 
of export and import taxes and rebates of customs fees. Foreign investors are 
permitted to repatriate up to 50 percent of profits and distributed dividenis each 
year. Credit guarantees are being formulated to help increase the availability of 
credit to small borrowers. The Burundi Chamber of Commerce and the World Bank have 
started a project (Project APEX) which will increase domestic access to capital by 
establishing a line of credit for small Burundi enterprises. 


A significant part of construction sector activities is infrastructure and building 
projects funded by the government and international donors. These projects include 
roads, hydroelectric complexes, camminications networks, water systems, and 
improvements in Bujumbura's port facilities. Bidding on contracts for many of 
these projects is open to American firms. Future development of the secondary 
sector will emphasize export and import substitution industries, building upon 
Burundi's strong primary sector through the use of domestic raw materials. Food 
processing is a potential growth area. Other projects under consideration are 
fertilizer and cement factories. 


Energy: Wood and charcoal are by far the most widely used energy sources in 
Burundi. Electricity consumption has been rising steadily as several hydroelectric 
facilities have came on line in the last few years. The government is promoting 
peat production and is fostering the development of renewable energy sources such 
as solar electricity and biogas. A search for oil in the Lake Tanganyika basin has 
been unpranising to date, though exploration continues fran time to time. 


Service Sector: The tertiary sector grew by only 3.8 percent in 1989. The 
transport system is largely in private hands, although two government parastatal 
enterprises run Bujumbura's urban bus network and same domestic trucking. 
Transport operators have been hard hit in 1990 by a 30 percent increase in 
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petroleum prices, the country's first in ten years. Burundi's road traffic will 
benefit fran an International Development Association (IDA) credit of $43.2 million 
for improvements to the transport sector over the next four years. Goods enter 
Burundi through several routes: most are trucked fran Mambasa via the northern 
corridor through Kenya, Uganda, and Rwanda; same travel by rail from Dar es Salaam 
to Kigoma (Tanzania) on Lake Tanganyika and then by boat to Bujumbura. A third 
route is by airfreight via Paris or Brussels. Bujumbura is served by a modem 
airport which receives direct passenger and cargo flights fram Paris and Brussels 
six days a week. 


Tourism is a very small part of Burundi's economy. Bujumbura has three modern 
hotels, one of which is a beach resort, and several others that are spartan but 
adequate. Lake Tanganyika and several national parks offer potential for further 
tourism development. The cammunications sector is the object of government and 
international donor investments in an effort to improve telephone, telegraph, and 
postal service networks. The development of skilled trades is another priority of 
the government, which with donor aid is seeking to boost training and employment 
opportunities in such professions as carpentry, masonry, furniture making, vehicle 
repair, and other crafts. 


GOVERNMENT. FINANCE 


Budget: The government plays a major role in the Burundi economy. Public 
expenditures will total approximately 19.5 percent of GP in 1990. Under the 
guidance of the Structural Adjustment Program, serious efforts have been made to 
restrain government spending and to limit government borrowing fran private banks, 
which has left Burundi's government with high debt-service costs. Reform and 
privatization of parastatal enterprises are also underway, with the aim of reducing 
government expenditures for operating subsidies and debt service. The government 
has instituted revenue-enhancing measures through reforms in the tax and tariff 
structures. The 1990 ordinary budget projects $203 million in outlays against $177 
million in revenues. This budget funds recurrent expenses amd service on interior 
and exterior debt. Debt service claims 33 percent of the total ordinary budget. 
The low coffee prices in 1989 eliminated substantial revenue fram a levy on coffee 
exports. 


The extraordinary investment budget for 1990 totals $34 million. This budget 
mainly funds agricultural and rural development projects (24 percent of the total) 
and infrastructure projects (20 percent). Investments in financial institutions 
and canmunications media are also provided for. The extraordinary budget will be 


financed primarily by the counterpart donor funds generated by the Structural 
Adjustment Program. 


Debt: Burundi relies heavily on external borrowing to finance its investments and 
will continue to do so for the foreseeable future. As of 1989 external debt 
totalled $931.7 million, of which $331 million is owed to the IDA. An effort to 
cut down the country's internal debt, which carries less concessional terms than 
its foreign borrowing, achieved an 1] percent reduction in 1989. The government's 
overall debt policy is to attempt to hold down interest costs by avoiding 
nonconcessional loans and improving the management of its public debt with the help 
of the IMF and World Bank. Burundi's debt service ratio reached 45.8 percent of 
the country's export earnings in 1989 and is expected to increase in 1990 due to 
the loss of revenue caused by low coffee prices. 





BALANCE OF PAYMENTS 


Burundi's balance of payments improved significantly during 1989, mainly because of 
the effects of the Structural Adjustment Program implemented with the World Bank 
and the IMF. The Burundi franc was devalued by 23 percent against the special 
drawing right (SDR) in 1988, and an additional 10 percent in 1989, making Burundi's 
exports more competitive. The overall inflation rate was approximately 12 percent 
in 1989. It is expected that reform, together with hard currency support from 
donors, will allow Burundi's balance of payments to remain stable in 1990. 


Exports: Fully 94 percent of 1989 exports were primary products: coffee, tea, 
cotton, and hides. Coffee alone made up 86 percent of total export value, which 
decreased by 15.3 percent from 1988 mainly because of low world coffee prices. 
Manufactured exports represented only 5.5 percent of the 1989 total, but have been 
increasing yearly. Major manufactured exports are cotton cloth, glass bottles, 
beer, soft drinks, and blankets, most of which went to neighboring countries. 


Imports: Total import value rose only 3.5 percent in 1989 due to the devaluation 
of the franc and lower petroleum prices. There have been only slight shifts over 
the past few years in the proportion of total imports represented by production 
inputs (37 percent), capital goods (34 percent), and consumer goods (29 percent). 
Petroleum products account for 10 percent of total imports. 


Direction of Trade: Burundi's most important export and import markets are 
European, with 60 percent of its 1988 exports going to the EC. Most EC countries 
buy coffee. Germany alone took 29 percent of Burundi's total exports in 1988. 
Long-established European suppliers continued to daminate the import market, with 
17 percent of total imports coming from Belgium, 12.3 percent from France and 9.4 
percent from Germany. Imports of Iranian oil and Japanese vehicles have captured 
an increasing share of Burundi's trade. Trade with other African nations is 
limited, due to a cambination of protectionist policies, transport difficulties, 
small markets, and a similarity of manufactured goods. Burundi imports raw 
materials such as cement and cotton fram its African partners, and exports beer, 
bottles, and textiles. Along with Rwanda and Zaire, Burundi has formed a regional 
organization (The Econanic Community of the Great Lakes, or CEPGL) to facilitate 
trade. Negotiations have resulted in tariff reductions and less burdensame custans 
procedures, but the effect on trade volume has been negligible to date. Only 5.9 
percent of the value of Burundi's exports and 1.0 percent of the value of its 
imports were generated by trade within the CEPGL in 1988. 


Burundi's trade with the United States is limited, accounting for 1.8 percent of 
the value of Burundi's imports and .01 percent of exports in 1988. Although U.S. 
imports from Burundi have stagnated throughout the 1980s, 1990 saw an increase in 
U.S. purchases of Burundian coffee to $7.4 million, up fram $4.1 million in 1989 
and from close to nothing the year before. U.S. exports to Burundi were valued at 
$940,000 in 1989 and consisted mostly of chemicals, used clothing, and equipment. 





U.S. INVOLVEMENT IN BURUNDT 


U.S. investment in Burundi is minimal for many reasons, including a limited 
domestic market, poor service infrastructure, the predaminance of the French 
language, high transportation costs, and Burundi's long established trade links 
with Europe. ‘The investment climate has improved samewhat with the advent of a 
more liberal investment code and other initiatives under the Structural Adjustment 
Program. As of mid-1990, a bilateral investment treaty between the United States 
and Burundi is umer consideration. The treaty, if signed, will provide a stronger 
framework of guarantees for American investors. 


An American-Dutch joint venture invested about $1 million to develop a business to 
grow and export fresh flowers to Europe and the United States. The business was 
initially successful but has now ceased operations because of a dispute among the 
investors. Beginning in 1987, a major American oil campany invested over $10 
million in exploration around Lake Tanganyika and in drilling two test wells on the 
Rusizi plain. No oil was found, and exploration activities were discontinued in 
1989 due to low world cil prices, although company geologists continue to visit the 
area occasionally. Another American oil company holds an equity interest in a 
Burundi petroleum products distributor. 


Best Prospects for U.S. Business: Investment potential is greatest in the primary 
sector. Privatization of parts of the coffee industry in 1991 and the government's 
beginning efforts to develop a mining sector offer the best larger-scale 

prospects. Ona smaller scale, growing and exporting specialty agricultural 
products holds potential promise. Econamic liberalization and privatization of 
state-owned enterprises may create investment opportunities in the financial and 
industrial sectors. Investments in import substitution and export activities could 
receive preferential tax treatment in accordance with the Burundi Investment Code. 
American investors should note that the government has a major role in the econany, 
and that the government strongly encourages foreign investors to form partnerships 
with Burundi nationals in order to increase employment. 


Trade opportunities exist in many areas. Much of what is imported into Burundi is 
tied to supply contracts for government or international development projects. The 
World Bank and other multilateral development organizations use consulting firms, 
engineering contractors, and equipment suppliers for contracts worth millions of 
dollars in the agricultural, mining, telecommunications, energy, and transportation 
sectors. Bidding opportunities are most likely to arise for U.S. sellers of 
construction and mining equipment, agricultural machinery, engineering, training 
and management services, scientific instruments, medical and pharmaceutical 
supplies and equipment, fertilizers, office equipment, and camputers. In addition, 
there is always a market in Burundi for used clothing (friperie), bulk foodstuffs 
such as powdered milk and flour, consumer items such as cosmetics and haircare 
products, and to a lesser extent, used industrial or manufacturing equipment. To 
compete with European firms, U.S. exporters must be prepared to provide technical 
assistance, training, and after-sales service in the French language. Burundi is 
eligible for Trade and Development funds and Eximbank programs. Information on 
major trade and investment opportunities is made available to U.S. businesses 
through the Burundi Desk of the U.S. Department of Commerce or through the 
Commercial Office of the U.S. Embassy in Bujumbura. 


* U.S. Government Printing Office : 1991 - 282-906/20041 








